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September 8, 2005

Mr. John F. Carter
Regional Director
Federal Deposit Insurance Corporation
25 Jessie Street at Ecker Square
San Francisco, California 94105

Re.: Comment on Application # 20051977 - Wal-Mart Application for Insurance
and Industrial Bank Charter

Dear Mr. Carter:

- I am very concerned about Wal-Mart's application for a Utah industrial bank and FDIC
deposit insurance. The application raises a number of alarming issues, such as the policy
issue of mixing banking and commerce, and a lack of consolidated supervision of such a
bank. There are a,number of other issues, such as Wal-Mart's track record oflegal and
ethical violations; reports of non-compliance with environmental laws; allegations of
discrimination in employment and sales practices; and reports of corporate bribery and
corruption involving illegal labor practices. Because of the enormity of the negative
impact to the nation's banking system, Wal-Mart's application should be rejected.

The application should be rejected as it raises difficult policy issues regarding the mixing
of banking and commerce. The Bank Holding Company Act (BHCA), which gives the
Federal Reserve broad supervisory powers over the entire holding company's operations,
would not apply here. Although the FDIC would have a limited supervisory authority for
a Wal-Mart industrial bank, the authority leaves a significant supervisory gap, given the
enormity ofWal-Mart's commerce operation, which could cripple the FDIC deposit
insurance system.

Wal-Mart is a world retail giant that enjoys enormous influence over manufacturers,
suppliers, communities where it operates, and consumers in generaL I have seen what
happens to stores (local grocery, pharmacy, hardware, gardening, clothing, and other
local stores) that sell consumer goods in small towns across Kansas and some parts of
northern Oklahoma. What you find is an endless row of boarded-up stores as most do not
survive two years after Wal-Mart establishes a store within a 30-mile radius. Wal-Mart
uses a pattern of predatory pricing to get price concessions from manufacturers and
suppliers and to force local competition out of business. Once local competition is
destroyed, Wal-Mart is free to raise prices.
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An Iowa State University study in 1995 revealed that, following Wal-Mart's expansion in the
state, 555 grocery stores, 298 hardware stores, 293 building suppliers, 161 variety shops, 158
women's apparel stores, and 116 pharmacies closed. This is just in the State ofIowa; nationally,
the number in 2005 could be alarming. Adding banking to the mix could result in community
bank failures across the country at a level unheard of in U.S. history. There is too much at stake
to let it happen. And we have been down this road before: This application is just one ofWal-
Mart's attempts to get into banking since 1999, all of which have been denied.

Concerns about Wal-Mart meeting FDIC's standards for management character and fitness
provide further evidence why Wal-Mart's application should be rejected. I sincerely hope that
any unproven claims against Wal-Mart are false and that past violations will not be repeated, but
Wal-Mart's existing track record oflegal and ethical violations is simply too much to ignore.
Wal-Mart's management should not be extended the authority and responsibility that comes with
industrial bank charter and FDIC insurance, especially because Wal-Mart will not be subject to
consolidated supervision by the Federal Reserve. Reports of violations oflabor and
environmental laws, alleged discrimination in employment and sales practices, and negative
impacts on communities raise serious questions about the character ofWal-Mart's management.
The alleged ethical scandal over Mr. CougWin's (a Wal-Mart executive) misuse of company
funds provides further evidence ofa culture of non-compliance at Wal-Mart's management.
Even Wal-Mart's shareholders found that breaking oflaws and regulations is "far too
commonplace". Thus, FDIC cannot assure itself that Wal-Mart's management will instill a
culture of compliance and ethical practices at its bank that will protect its customers and the
public.

Wal-Mart's application for an industrial bank is troubling on many fronts and should be rejected.
The application does not meet the basic legal requirements upon which the FDIC judges such
applications. In fact, it would leave a gaping loophole in the applicability ofBHCA, keeping in
mind that a consolidated supervision would be a must for what would otherwise be a giant
operation. Therefore, I ask that you reject Wal-Mart's appli<;;ationfor an industrial bank and
FDIC insurance and keep the banking system safer.

Respectfully submitted,

L~
Compliance Officer
Southwest National Bank
Wichita, Kansas
Phone: (316) 831-8283
Fax: (316) 831-8281
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